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CONCERN

We Set the Standard for Good Government

GREAT OUTDOORS COLORADO
COLORADO PARKS AND WILDLIFE

Overall, we found that Great Outdoors Colorado (GOCO) could enhance the public transparency of how

it tracks and categorizes its spending among grant recipients. In addition, Colorado Parks and Wildlife
(CPW) has opportunities to plan and finish GOCO-funded capital construction projects more quickly and
to enhance its use of GOCO funding to help defray park operating costs for GOCO-funded projects.

KEY FINDINGS

GOCO does not have adequate policies and procedures to guide
its categorization of grant expenses under the four purposes, based
on which entities and what types of projects receive funding. We
found that GOCOQO’s categorization of $45 million in grant
expenses to entities outside of those listed in the State Constitution
was unclear. In addition, GOCO does not have policies that define
what it means for grant expenditures to be “substantially equal”
and what action may be needed to rebalance expenditures that are
not substantially equal across the four purposes. Since its
inception, GOCO’s cumulative spending on outdoor recreation is
about $24.3 million less than the next lowest category (wildlife).
For a sample of 10 GOCO-funded capital projects at state parks,
it took CPW an average of 4.4 years for the entire process to plan
and complete the projects and request expense reimbursement
from GOCO. Since GOCO spends an average of $433,100 per
month on these projects (based on Fiscal Years 2014 through 2016
data), if CPW can shorten the overall timeframe by 12 to 18
months, we estimate that CPW could access $5.2 million to $7.8
million in GOCO funding sooner to improve and maintain state
parks.

We found indications that CPW has not optimized the opportunity
to seek GOCO funds to help pay for operating costs associated
with GOCO-funded capital projects.

KEY RECOMMENDATIONS

BACKGROUND

GOCO was established in July 1993
and receives a portion of lottery
proceeds to support four specified
purposes: wildlife, outdoor recreation
(i.e., the state park system that CPW
manages), local government, and
The  Colorado
GOCO’s
spending on the four purposes to be
substantially equal over a period of
years.

From Fiscal Years 1994 through
2016, the State Board of the Great
Outdoors Colorado Trust Fund
(GOCO Board) granted $1.1 billion
to various recipients.

open space.

Constitution  requires

CPW’s mission includes providing a
quality state park system and outdoor
recreation opportunities. In Fiscal
Year 2016, there were 13.6 million
visitors to Colorado’s 42 state parks.
In Fiscal Year 2016, CPW received
about $231.7 million in revenue, 11
percent GOCO
funding.

of which was

The GOCO Board should promulgate policies and procedures that specify how it categorizes spending

under the four purposes and determines whether expenses are substantially equal.

CPW should take steps to streamline planning and implementation of GOCO-funded capital projects.

CPW should strengthen controls over project contracts to improve timeliness of project completion and

payment.

CPW should accurately estimate costs to operate GOCO-funded capital projects and, as necessary,

request GOCO funding for those expenses.

FOR FURTHER INFORMATION ABOUT THIS REPORT, CONTACT THE OFFICE OF THE STATE AUDITOR

303.869.2800 - WWW.COLORADO.GOV/AUDITOR






CHAPTER 1

OVERVIEW

The Great Outdoors Colorado (GOCO) Program was established
in 1993 through passage of the voter-approved Amendment 8 “to
preserve, protect, enhance and manage the state’s wildlife, park,
river, trail and open space heritage” [Colorado Const., art.
XXVII, sec. 1(1)]. Each year, a portion of net proceeds from state-
run lottery games is allocated to the Great Outdoors Colorado
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Trust Fund (GOCO Trust Fund) [Colorado Const., art. XXVII, sec.
3(1)(b)(IIT)]; the GOCO Board uses these funds to make grants and pay
administrative costs in furtherance of its mission. In Fiscal Year 2016,
GOCO received $63.7 million in lottery proceeds.

The GOCO Board provides about half of its grant funding to Colorado
Parks and Wildlife (CPW), a division of the Department of Natural
Resources (Department), and also awards competitive grants to various
other entities, such as local governments and non-profit land
conservation organizations. CPW and other grantees use GOCO funds
for a variety of activities, such as to acquire and manage open land,
protect wildlife habitats, and provide outdoor recreation resources.
Over its history, from Fiscal Years 1994 through 2016, GOCO has
awarded $1.1 billion to its recipients.

ADMINISTRATION OF GOCO AND CPW

Our audit focused on both GOCO and CPW, the primary recipient of
GOCO funds. The administrative structures of GOCO and CPW are as

follows:

GOCO—The Colorado Constitution established the GOCO Board
as a political subdivision of the State that is not subject to
administrative direction by any state department or commission, and
whose organization, powers, revenues, and expenses shall not be
affected by any order or resolution of the General Assembly
[Colorado Const., art. XXVII, sec. 5(2) and sec. 6(3)]. The 17-
member GOCO Board is composed of two members of the public
from each of the seven congressional districts, appointed by the
Governor; two representatives designated by the Colorado Parks and
Wildlife Commission; and the Executive Director of the Department
[Colorado Const., art. XXVII, sec. 6(1)]. The GOCO Board has
various powers and duties, which include administering the GOCO
Trust Fund, promulgating rules and regulations, administering the
distribution of grants, determining the amount of revenue to re-invest
for future use, making expenditures that it considers necessary and
proper, and employing staff [Colorado Const., art. XXVII, sec.



5(1)(b) and sec. 6(2)]. In Fiscal Year 2017, the GOCO Board
employed 16 permanent staff to assist with administering the GOCO

Program.

CPW—CPW was formed in July 2011 through legislation [Senate Bill
11-208] that merged the Division of Parks and Outdoor Recreation
and the Division of Wildlife. CPW’s mission is “to perpetuate the
wildlife resources of the state, to provide a quality state parks system,
and to provide enjoyable and sustainable outdoor recreation
opportunities that educate and inspire current and future generations
to serve as active stewards of Colorado’s natural resources” [Section
33-9-101(12)(b), C.R.S.]. CPW, which is headquartered in Denver,
has four geographic regions in which 42 state parks and more than
300 state wildlife areas are located. In Fiscal Year 2016, there were

13.6 million visitors to state parks.

CPW and its staff are overseen by the 13-member Parks and Wildlife
Commission, which is a Type 1 commission [Section 33-9-101,
C.R.S.]. Administratively, CPW is split into subject-specific units,
such as Financial Services, Capital Development, Parks and Outdoor
Recreation, and Wildlife and Natural Resources. The regions and
units work together to support CPW’s three major programs—
outdoor recreation, trails, and wildlife and habitat conservation—
each of which contains numerous subprograms. In Fiscal Year 2017,
CPW was appropriated 886.5 full-time equivalent staff.

GOCO GRANTS AND INVESTMENTS

The GOCO Board is responsible for ensuring that its expenditures to
CPW and grantees further GOCQO’s constitutional purpose and mission.
According to Article XXVII of the Colorado Constitution, GOCO
should make expenditures from the GOCO Trust Fund for four
purposes in a substantially equal manner over a period of years
[Colorado Const., art. XXVII, sec. 5(1)(a)]: (1) wildlife, (2) outdoor
recreation, (3) open space, and (4) local government. Each year, the
GOCO Board approves a plan for the coming fiscal year that lays out

projected lottery revenue and the total amount of money it intends to

)
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award. GOCO provides funding in support of the four purposes
through two primary mechanisms, as follows:

INVESTMENTS IN COLORADO’S WILDLIFE AND OUTDOOR RECREATION
RESOURCES. Pursuant to Section 24-33-102(7), C.R.S., GOCO and
CPW work under a memorandum of agreement that lays out the
roles and responsibilities of each entity related to GOCQO’s provision
of funds to CPW. GOCO invests in specific projects that CPW
proposes through its annual Investment Plan and which are approved
by the GOCO Board. CPW uses GOCO funds for capital projects,
such as buildings at state parks, road paving in the parks,
campground development, and other infrastructure; land
acquisitions to protect wildlife and develop new parks; and certain
operations and maintenance costs at parks. Through its Recreation
Management on State Parks Grant, GOCO funds recreational
management, maintenance, and enhancement of recreational
opportunities to park visitors based on the amount of GOCO’s
capital investment at each park. In addition, GOCO provides
funding to help pay for other operational expenses at state parks,
such as forest health projects to reduce the risk and impacts of

wildfire, and management of invasive and noxious weeds.

COMPETITIVE GRANTS to identify, acquire, and manage open space
and natural areas of statewide significance (“open space” grants) and
to acquire, develop, or manage open lands, parks, and environmental
facilities (“local government” grants). Open space grants can be
awarded to local governments, CPW, political subdivisions of the
State, or non-profit land conservation organizations. Local
government grants can be awarded to local governments or other
entities which are eligible for distributions from the Conservation
Trust Fund, such as certain special districts. GOCO signs individual

grant agreements with recipients that outline the terms of each grant.

For competitive grants, GOCO offers various programs under which
entities can apply for funding. In Fiscal Year 2017, GOCO offered
11 competitive grant programs, such as the Habitat Restoration
Grant Program; the Local Parks & Outdoor Recreation Grant



Program; and the Inspire Initiative Grant Program, which was
designed to fund projects that would address the growing disconnect
between youth and the outdoors. Historically, GOCO has awarded
open space and local government grants for various types of projects,
such as acquiring scenic land, building new park facilities, upgrading
existing park facilities, constructing and maintaining trails, and

providing maintenance work on existing open lands.

FINANCIAL INFORMATION

GOCO is funded almost exclusively by net lottery proceeds, which are
disbursed quarterly to GOCO [Colorado Const., art. XXVII, sec.
3(1)(b)]. GOCO receives a portion of net lottery proceeds, up to a
constitutional cap, which is adjusted for inflation annually based on the
Consumer Price Index. In Fiscal Year 2016, GOCO reported that it
received the constitutional cap of $63.7 million in net lottery proceeds
(or 44 percent of total lottery proceeds) and about $1 million in other
miscellaneous revenue, as shown in EXHIBIT 1.1.

The vast majority of GOCO’s expenditures are related to grants it has
awarded (including investments in wildlife and outdoor recreation),
although the GOCO Board has discretion to “direct...any portion of
available revenues be reinvested in the GOCO Trust Fund and not
expended in any particular year [and] to make other expenditures which
it considers necessary and proper to the accomplishment of the purposes
of this amendment” [Colorado Const., art. XXVII, sec. 5(1)(b)].

GOCO uses several tools to manage the GOCO Trust Fund balance,
including a cash flow model that uses anticipated grant awards,
expenditures, and lottery revenue to predict the GOCO Trust Fund
balance in the future. Although the GOCO Trust Fund balance has
increased in recent years, as of January 2017 GOCO’s cash flow model
projected that the fund balance will decrease to about $31.1 million by
the end of Fiscal Year 2018, with continuing decreases in the following
years. The yearly change in the GOCO Trust Fund balance, shown in
EXHIBIT 1.1 for Fiscal Years 2014 through 2016, is the difference

between total revenues and expenditures each year.

~
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EXHIBIT 1.1.
GREAT OUTDOORS COLORADO
REVENUE, EXPENDITURES, GOCO TRUST FUND BALANCE,
AND OUTSTANDING GRANTS
FISCAL YEARS 2014 THROUGH 2016
(IN MILLIONS)

2014 2015 2016

REVENUE

Lottery Revenue $60.3 $61.9 $63.7
Miscellaneous Income and
Investment Earnings

0.5 0.6 1.0

TOTAL REVENUE

EXPENDITURES
Grants Expended 41.4 50.8 44.9
Personal Services and Benefits 1.2 1.2 1.3

Operating and Capital Outla 0.6 1.1 1.0

TOTAL EXPENDITURES

TRUST FUND BALANCE
Beginning of Fiscal Year 30.6 48.2 57.6
Yearly Change in Fund Balance! 17.6 9.4 17.5
End of Fiscal Year $48.2 $57.6 $75.1
Outstanding Grant Balance? $108.6 $109.9 $126.6

Trust Fund Balance as a Percentage 44.4%  $2.4% 5939
of Outstanding Grants

SOURCE: Office of the State Auditor analysis of Fiscal Years 2014 through 2016 GOCO
financial audit report data.

! Calculated as total revenue minus total expenditures.

2 Reflects the total amount of grants that GOCO had awarded as of the end of each fiscal year
but had not yet paid to recipients.

About half of GOCO’s expenditures are investments in Colorado’s
wildlife and outdoor recreation resources through CPW. GOCO
funding accounts for about 11 percent of CPW’s total revenue, with the
remaining revenue coming from cash sources, including state park fees,
hunting and fishing licenses, and federal grants. CPW receives less than
10 percent of its total annual revenue in general funds, as required to
retain its enterprise status [Section 33-9-105, C.R.S.]. EXHIBIT 1.2

shows the breakout of CPW’s Fiscal Year 2016 revenue sources.



EXHIBIT 1.2.
COLORADO PARKS AND WILDLIFE
REVENUES BY SOURCE
FISCAL YEAR 2016
(IN MILLIONS)
REVENUE SOURCE! AMOUNT PERCENTAGE
Hunting and Fishing Licenses $79.9 34.5%
Park Fees $31.8 13.7%
Federal Grants and Contracts $29.4 12.7%
GOCO Revenue $25.3 10.9%
Operating Transfers $23.8 10.3%
Lottery Direct Allocation? $14.4 6.2%
Rents $10.6 4.6%
Other? $16.5 7.1%

TOTAL $231.7 100.0%

SOURCE Office of the State Auditor analysis of Fiscal Year 2016 data from the Colorado
Operations Resource Engine (CORE), the State’s accounting system.

1 Includes revenue generated for both wildlife and outdoor recreation activities.

2 CPW receives 10 percent of annual lottery proceeds for the acquisition, development,
and improvement of new and existing state parks, recreation areas, and recreational trails,
pursuant to Article XXVII, Section 3(1)(b)(II) of the Colorado Constitution.

3 Other revenue sources include donations, indirect cost transfers, and miscellaneous sales.

From Fiscal Years 2014 through 2016, CPW received an average of
$224.8 million in annual revenue and spent an average of $224 million
each year. CPW manages its cash flow through several funds in the State
Treasury, including the Parks and Outdoor Recreation Cash Fund
[Section 33-10-111(1), C.R.S.]. All monies and interest must remain in
the fund for the purposes set forth in statute, including administering,
managing, and supervising the state parks and outdoor recreation
system [Sections 33-10-111(1) and (6)(d), C.R.S.]. CPW’s annual
revenue and expenditures for those years are shown in EXHIBIT 1.3.

\O
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EXHIBIT 1.3.
COLORADO PARKS AND WILDLIFE
REVENUE AND EXPENDITURES!
FISCAL YEARS 2014 THROUGH 2016

(IN MILLIONS)

FISCAL YEAR 2014 2015 2016
Revenue $210.6 $232.0 $231.7
Expenditures $232.7 $217.8 $221.6

SOURCE: State accounting systems (Colorado Financial Reporting System, or COFRS, and
CORE).
! ncludes revenue and expenditures related to both wildlife and outdoor recreation activities.

AUDIT PURPOSE, SCOPE, AND
METHODOLOGY

We conducted this performance audit pursuant to the Colorado
Constitution [art. XXVIL, sec. 6(3)], which authorizes the State Auditor
to conduct an annual audit of GOCOj Section 2-3-103, C.R.S., which
authorizes the State Auditor to conduct audits of all departments,
institutions, and agencies of state government; and Section 2-7-204(5),
C.R.S., which requires the State Auditor to annually conduct
performance audits of one or more specific programs or services in at
least two departments for purposes of the SMART Government Act.
Audit work was performed from January 2016 through April 2017. We
appreciate the assistance provided by the GOCO Board and
management and staff at GOCO, CPW, and the Department.

We conducted this performance audit in accordance with generally
accepted government auditing standards. Those standards require that
we plan and perform the audit to obtain sufficient, appropriate evidence
to provide a reasonable basis for our findings and conclusions based on
our audit objectives. We believe that the evidence obtained provides a
reasonable basis for our findings and conclusions based on our audit
objectives.

The key objectives of this audit were to evaluate GOCOQO’s distribution
and categorization of grants among the four purposes, GOCO’s process

for providing funding to CPW for parks and outdoor recreation, and



CPW’s processes for planning and managing outdoor recreation
projects that receive GOCO funding.

To accomplish our audit objectives, we performed the following audit

work:

Reviewed the Colorado Constitution; statutes; state fiscal rules;
GOCO and CPW policies; GOCO Board resolutions and by-laws;
the current and most recent prior versions of the memorandum of
agreement between CPW and GOCO; and Legislative Council’s
Analysis of 1992 Ballot Proposals, which explained to voters the
amendment that was enacted as Article XXVII of the Colorado

Constitution.

Reviewed GOCO annual reports, GOCO and CPW strategic plans,
GOCO?’s spending plans and cash flow model, the 2014 Colorado
Statewide Comprehensive Outdoor Recreation Plan developed by
CPW in collaboration with outdoor recreation stakeholders, GOCO
investment plans from Fiscal Years 2011 through 2017, CPW’s Fiscal
Years 2014 through 2016 capital project request documentation for
GOCO-funded projects, and state park visitation data.

Reviewed the Office of the State Auditor’s June 2008 Division of
Parks and Outdoor Recreation Performance Audit, as well as

GOCO?’s annual financial statements and financial audit reports
from Fiscal Years 1994 through 2016.

Interviewed various CPW staff, including project managers, park
managers, managers at CPW’s four regional offices, budget and
accounting staff, and senior management; Department management
and staff; three GOCO Board members; various GOCO program
management and staff; Legislative Council and Joint Budget
Committee staff; and staff at the Governor’s Office of State Planning

and Budgeting.

Analyzed aggregate data about CPW’s capital projects from the

State’s accounting system and other project information provided by

[N
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CPW. In addition, we analyzed aggregate data from GOCQ’s grant-
tracking and accounting systems for Fiscal Year 1994 through
December 2016.

Selected a non-statistical sample of 10 completed or nearly completed
CPW capital projects located around the state that were approved by
the GOCO Board from Fiscal Years 2012 through 2016. We
evaluated CPW’s procurement and vendor payment processes,
whether CPW completed the projects in a timely manner, and
whether CPW maximized the efficient and timely use of GOCO
funds. Although we had planned to select a statistically valid sample
in accordance with Section 6.64 of Government Auditing Standards,
which states that “the use of statistical sampling approaches
generally results in stronger evidence than that obtained from
nonstatistical techniques,” due to data limitations at CPW we could
not identify a reliable population from which to select a statistically
valid sample. Specifically, at the beginning of our audit CPW did not
have a complete dataset with information about its capital projects.
Instead, CPW maintained multiple datasets with varying project

information.

Reviewed documentation related to CPW’s reimbursement requests
and GOCOQO’s reimbursement payments from Fiscal Years 2012
through 2016.

Selected a non-statistical sample of 87 projects funded by GOCO
through December 2016 to evaluate whether expenditures for each

project were appropriately categorized.

Conducted site visits to 10 state parks located in three of CPW’s
regions around the state, including parks in both rural and urban

areas.

When samples were chosen, the results of our testing were not intended
to be projected to the entire population. Rather, the samples were
selected to provide sufficient coverage of those areas that were

significant to the objectives of this audit.



We planned our audit work to assess the effectiveness of internal
controls that were significant to our audit objectives. Our conclusions
on the effectiveness of those controls, as well as specific details about
the audit work supporting our findings, conclusions, and
recommendations, are described in CHAPTER 2 of this report.

INFORMATION PROHIBITED FROM PUBLIC DISCLOSURE. GOCO provided
us with documentation of legal advice from its attorney relevant to
GOCO?’s distribution and categorization of grants among the four
constitutional purposes. GOCO reported that this legal advice is subject
to attorney-client privilege, and GOCO did not agree to waive this
privilege. Section 7.39 of Government Auditing Standards states that “if
certain pertinent information is prohibited from public disclosure or is
excluded from a report due to the confidential or sensitive nature of the
information, auditors should disclose in the report that certain
information has been omitted and the reason or other circumstances
that make the omission necessary.” As a result, although pertinent to
this audit, information contained in the correspondence from GOCQO’s
attorney to GOCO has been omitted from this report.

p—
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B AGREE. IMPLEMENTATION DATE: NOVEMBER 2017.

Colorado Parks and Wildlife will develop a process to aggregate
operating increases from all capital projects, regardless of funding
source. As determined appropriate, these costs will be included in
the operating portion of CPW’s annual budget and, where
appropriate, in the annual investment proposal to GOCO. CPW will
coordinate with GOCO to ensure that these new costs are
transparent and understandable for all parties. For parks or other
cost centers that already have GOCO grants supporting their
operations, these new costs may be integrated into the existing
grants. This may result in some new operating grants for parks or

cost centers that are not currently supported with GOCO funding.
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